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SAMPLE SURVEYS 


Statistical thinking will one day be as necessary for 
efficient citizenship as the ability to read and write. 


H. G. Wells 
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COTTON CONSUMPTION 


Curtailment in Fifth District cotton mill activities during April 
was very slight. After seasonal correction cotton consumption in 
District mills was off 1% from March and at a level 7% under a 
year ago; the four months’ accumulation was down 6% from last 


year. 


ALL MEMBER BANK LOANS 


1 
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Loans and discounts of all member banks in the Fifth District 
rose 1° between March 27 and April 24 this year—-the same rate of 
increase as last year; but the April 1957 level of loans and discounts 
was 60> above 1956, which, in turn, was 13% above 1955. 


CONSTRUCTION CONTRACT AWARDS 
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Accompanied by one multi-million dollar development, contract 
awards for residential construction in April rose 22% from March 
(after seasonal correction) but remained 4% behind last year. This 


brought the accumulated loss from a year ago to 2%. 
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1957 Deposit Ownership Survey— 
Improved Statistical Techniques 


gp Twentieth Century has surely been character- 
ized by a voracious desire for more and more 
figures. Bankers, businessmen and government officials 
have been asking for more facts and figures on which 
to reckon their positions and, of course, to formulate 
policy decisions. Even ordinary John Citizen has be- 
come surrounded by a sea of charts and figures—the 
press, too, has been badly bitten by the statistics bug. 

Collection of descriptive statistics is not a phenomenon 
of our age. Practical expediency and prestige pur- 
poses caused rulers in the early centuries to count noses 

if only for tax or military objectives. In our own 
country, a population census costing $44,377 was au- 
thorized only one year after the first Congress met. If 
we skip over to the 1958 Budget, a hefty $42 million 
is allotted for the principal statistical functions of the 
Federal Government alone. To this sum should be 
added both the business costs of furnishing basic data 
to the statistics collecting agencies as well as costs of 
their own market research. 

Collectors of primary statistics must always keep in 
mind these two sides of the cost coin—the costs within 
the shop and costs to the supplier of the basic figures. 
Against these expenses the administrative feasibility and 
the final use of the data must be carefully weighed. The 
Federal Reserve System is acutely conscious of the 
interplay of these factors which are carefully studied 
periodically for each statistical series it initiates. 

In 1955 a special subcommittee was established to 
study technical problems in the Survey of Ownership 
of Demand Deposits—a survey conducted since 1943 
and one supplying important data for monetary and 
credit policy. The survey is also a basic tool in construct- 
ing the System’s flow-of-funds accounts. In addition, the 
data are used by various Government agencies such as 
Department of Agriculture, Securities and [Exchange 
Commission and the Department of Commerce. 

Unfortunately, interest in the survey by the com- 
mercial banks (who supply the basic data) has not been, 
on the whole, in proportion to the time and money spent 
on preparing the schedule. The subcommittee, therefore, 
was faced with the question: How could the survey be 
redesigned to lessen the work load for the banks, vet 
provide reliable data on ownership of demand deposits ? 
Improvements From the Suppliers’ Viewpoint 

The 1957 survey design seems to have accomplished 
major savings in costs over the previous one of January 
1955 by: 

1. Including fewer banking offices in the sample. 

2. Reporting individual accounts, which required 
less time than reporting ownership totals. 


3. Reducing ownership categories from 17 to 9. 


Variants in the reporting techniques, standardized 
throughout the System for the 1957 survey, had been 
used by various Reserve banks in the 1953-1955. sur- 
veys. In this District, although no changes were made 
in reporting methods during the transitional period, a 
substantial cut in the sample was effected in 1955 with 
the decision to discontinue publishing detailed data. 
The System did not conduct a 1956 survey in order that 
the task force could revaluate the various sampling and 
reporting methods. 


... Fewer Banking Offices 

The Fifth District sample for the 1957 survey in- 
cluded a total of 129 banks, 74 member and 55 nonmem- 
ber banks as compared with 178 member and 47 non- 
member banks in the 1955 survey and 332 member and 
174 nonmember in the 1954 survey. These figures do 
not show the total savings—in previous surveys, each 
bank reported ownership data for accounts held at every 
office ; in the 1957 survey, banking offices with separate 
accounting records were selected for the sample. Thus, 
banks with widespread branch activities and with a non- 
centralized accounting system were in most cases re- 
quested to report on only a small proportion of their 
offices under the revised plan as against all offices under 
the old method. With random sample selection, of 
course, it was possible that the entire branch system 
would be excluded from the sample. This is another ma- 
jor deviation from earlier sample selection methods 
previously most banks over a certain deposit size were 
included. If all 129 banks in the 1957 survey had re- 
ported on all bank operations, 273 banking offices rather 
than 144 offices would have been in the sample. 


... Shorter Reporting Methods 

As stated above, a major savings for the commercial 
bank in completing the survey was caused by a change 
in the reporting technique. In this year’s survey, only 
those accounts within an alphabetical segment of the 
demand deposit ledgers were reported; the dollar 
amount of the individual account as it fell within the 
ledger was recorded on an adding machine tape, the 
ownership code being placed in the cents column. 
Previously, Fifth District banks reported for each 
ownership category, totals for all accounts over a cer- 
tain size classified into 3 size groups. Thus, the bank’s 
entire ledger had to be reviewed and accounts cross 
classified by ownership and size before a total could be 
obtained. In 1957, totaling by ownership and size of 
account was performed at the Reserve banks on punch 


card equipment. Elimination of these intermediate 


steps rather than cutting the sample of accounts lessened 
In the 1955 
survey, 266 banking offices reported on ownership of 


the banks’ work load in the 1957 survey. 
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112,500 


78,500 accounts in the current 


as compared with 144 offices and 


(1957) 


accounts 


survey. 


Improvement From the Users’ Standpoint 


In addition to pruning costs for the suppliers of the 
data, the new sampling design is an improvement from 
the 
for evaluating the results. 
based in 
sampling unit had a known probability of being included 
the 
estimates could be derived. 


users’ standpoint by providing a quantitative tool 
Since the 1957 survey was 
on probability which each 


sample—one 


in sample—the sampling variability of the survey 
The sampling method used 
in previous surveys did not permit calculation of sam 
pling variability. 

For the less initiated in statistical analysis, a brief ex 


\nd 


a detailed description of the 


planation of sampling variability follows. those 


interested may request 
methods used in computing the estimates of sampling 
variability as well as the method of sample selection and 
the estimating process. 
Sampling variation—termed the standard error when 
expressed in absolute amounts or the coefficient of varia- 
f the estimate 
the 


For example, 1 


tion when expressed as a percentage o 
of the 
value of the estimate will fall. 


gives some indication range within which 
“true” 
an estimate obtained from a sample is $2,000 million and 
the sampling error is $100 million, the chances are 2 out 
of 3 that the expected value is between $2,100 million 
and $1,900 million. this the 


s given, add and subtract from 


To obtain range, when 


coefficient of variation 
the estimated value the amount obtained by multiplying 
the coefficient of variation by the estimate. 

| to defined that 


lue is 
which would have been obtained from a complete census 


The ¢ xpected va referred as 
using the same collecting and processing techniques used 
the 


into consideration 


in survey. Thus, the range noted above does not 


these 
are inherent not only in a sample survey, but in a com 


take nonsampling errors that 
plete enumeration 

\nother type of error involved in most surveys arises 
the 


In a specialized survey, such as ownership of demand 


from need for estimating data of non-responders 


Happily, in the Fifth District, all commercial banks re- 
quested to report cooperated. The non-response error 
was, therefore, zero and other types of nonsampling 


errors were ata minimum. 


Relationship of Sample Design to Survey Results 
In the 1957 survey the Fifth District sample was 
designed as an integral part of the national sample and 
Was not expected to yield precise estimates at the Dis- 
trict level for all ownership categories. Since sampling 
variability is primarily a function of sample size, it was 
felt that interest in Fifth District data did not warrant 
the necessary increase in sampling costs to obtain esti- 
mates within a comparatively small per cent range. 
This is particularly true for infrequent ownership 
categories or those concentrated in only a few banking 
It also follows that the finer the breakdowns 
in the data, the larger the sample required to yield 
reliable estimates. 


offices. 


For this reason, plus a resulting cut 
in the work load on the individual responder, ownership 
information by type of nonfinancial business was not 
required in this year’s survey. Exclusion of classifica- 
tion by type of business reduced the number of cate- 
gories from 17 to 9. 

Results of the Fifth District survey are shown in the 


accompanying table. The estimates of the number of 


accounts and dollar amount outstanding for only 4 of 
the 9 ownership classes had coefficients of variation 


below 15% Kstimates for the remaining 5 ownership 
classes have been found statistically unreliable at the 
istrict They therefore, not published 


separately but lumped together as “other”. 


level. are, 


Future Deposit Ownership Surveys 


One additional point on the advantage of a probability 
sample over a quota sample: By analysis of the variances 
within the sample, the System will be in a position to 
appraise the current design and perhaps develop still 
more efficient methods. Such a review, however, will not 
be made until at least 2 years’ data are available since 
primary interest is directed toward year-to-year changes 


rather than level at a point-in-time. The 1958 survey, 


deposits, however, the problem is not so acute as in therefore, will be identical both in sample and in report 
surveys dependent on large-scale mail questionnaires ing techniques with that of 1957. 
| OWNERSHIP OF DEMAND DEPOSITS OF INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS 
Fifth District Commercial Banks 
estimated) 
January 30, 1957 
\n Coetticie nt  Coefficic nt 
Out in o Per Cent Number of of Per Cent 
(in n ons Variation of Total Accounts Variation of Total 
( of A int f ck ) (Per Cent) Amount (in thousands) (Per Cent ) Accounts 
Nonf al businesse 
Cn 10 29 102 11 
Noncorporate S1 12 12 249 
Fa 81 13 5 296 12 f 
| Individual 1,954 6 35 796 { 80 
Othe 1,107 19 305 7 
All holders ,645 * 100 1,748 * 100 
| * Not computed 
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Saving And Investment— 


Key Factors in Economic Stability or Instability 


| smn those interested in business developments there 
are no more important relationships than those be- 
tween saving and investment. When saving expands at 
a faster clip than investment, business slackens; when 
investment runs ahead, economic activity picks up; and 
any time the two are equal, shifts in activity generally 
are somewhat limited. 

A knowledge of these concepts is also essential for an 
Presumably, present 
efforts at credit restraint are attempts to see that invest- 
ment and saving are in rough balance so that infla- 
tionary pressures will be weakened. 


understanding of monetary policy. 


Conversely, “easy 
money” endeavors to stimulate investment and thus to 
bring it into better balance with the higher rate of sav- 
ing so as to avoid a downturn in business. 

Despite the importance of these concepts, they are 
still widely misunderstood. Much of the confusion lies 
in definitions—saving and investment often mean one 
thing to the layman and another to the economist al- 
though both groups hold defensible positions. In addi- 
tion, there is inadequate understanding of the relation- 
ships between saving and investment and the impacts 
each has upon business conditions. 


Nature of Saving 
Generally, the layman prefers narrower definitions of 
To 


the layman, saving is setting aside income to acquire 


saving and investment than does the economist. 


such assets as currency, savings and loan shares, bonds, 
and stocks. Ordinarily, he confines his definitions to as- 
sets held for retirement, speculation, contingencies, or 
similar purposes and therefore excludes from saving 
both debt retirement and the purchase of a home. 

In contrast, the economist prefers to define saving 
simply as not spending a portion of income on consump- 
tion goods and services, regardless of what is done with 
that part of income. He, therefore, would argue that a 
person having after-tax income of $5,000 and spending 
$4,000 on consumption goods and services was saving 
$1,000. 
of the type ordinarily 


The fact that the individual acquired no assets 
considered savings would not 
The $1,000 could even be held idle 
or used for debt retirement and still be counted as sav- 


alter his definition. 


ings just as if it were used to establish a savings account. 

Since any spending unit that fails to spend all its in- 
come on consumer goods and services is, by definition, 
“saving,” businesses and governments, as well as indi- 
viduals, can save. Consequently, in computing Gross 
Saving it is necessary to include three distinct classes 
of saving: Gross Business Saving, Personal Saving, and 
Government Saving. 

Statistically, this involves first a breakdown of Gross 
National Income (income generated by spending on the 


15} 


newly produced goods and services that make up Gross 
National Product) into three parts : Disposable Personal 
Income, Disposable Business Income, and Disposable 
Government Income. Personal Saving is obtained by 
subtracting Personal Consumption Expenditures (the 
amount individuals spend on consumption goods and 
services, such as food, automobiles, and haircuts) from 
Disposable Personal Income, which is the total after-tax 
income of individuals and unincorporated businesses. 

Government Saving is similarly determined. Here 
disposable income is the sum of Federal, state, and local 
government income (chiefly tax receipts ) left for spend- 
ing on goods and services after such payments as vet- 
erans’ and social security benefits, net subsidies to busi- 
ness, and interest on outstanding debt. Any amount 
spent up to the limit of Disposable Government Income 
is called “Government Consumption” even though some 
purchases may be capital goods; the remainder, if any, 
is considered Government Saving.! 

Business Saving presents a more difficult problem. 
Disposable Business Income—the amount corporations 
have available for investment—is the sum of undistri- 
buted corporate profits plus capital consumption allow- 
ances (mostly depreciation allowances). Since such 
“income,” if disposed of at all, is used to expand busi- 
ness investment in inventories, plant, and equipment 
rather than for consumption purposes, corporations do 
not “consume.” Hence, Disposable Business Income is 
equal to Gross Business Saving. 


Nature of Investment 


Investment also has a special meaning for the econo- 
mist. Ordinarily, he means purchase of new physical 
assets such as inventories, plant, equipment, and homes, 
and thus excludes many transactions generally con- 
sidered investment—security purchases, for example 
because they do not directly involve the purchase of 
physical capital assets. 

The investment portion (Gross Investment) of Gross 
National The 


most important of these is Gross Private Domestic In- 


Product is composed of three ‘ parts. 


vestment, consisting of increases in inventories of con- 
sumer and producer goods, purchases of producers’ dur- 
able equipment, and all private residential and nonresi- 
dential construction. Next in importance Net 
Foreign Investment—the national exports 
over imports of goods and services less net unilateral 


Is 


excess ol 


transfers (the difference between private and Govern- 


A 


ment gifts to foreigners and their gifts to us). 


Some authorities prefer to consider all government spending as con- 
sumption, counting any spending in excess of government disposable 
income government saving or “dis-saving.”’ Still others do 
not break government spending down at all, counting it as a third class 
of spending along with personal consumption and investment. 


as negative 
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final type of investment, quite important at times, is 
Deficit on Product Account 
(goods and 


(sovernment Income and 


(anv excess of Government Purchases of 


Services over Disposable Government Income ).* 


The Circular Flow of Economic Activity 


Much of the confusion concerning the relationships 


hetween saving, investment, and business conditions 


can be avoided by picturing economic activity as a cir 


cular flow in which spending generates income and in- 
come in turn generates further spending. So long as 
those receiving incomes—governments, businesses, and 


individuals—spend all their incomes on new goods and 


services, the size of the circular flow will not change 


and total income will remain constant. ‘To illustrate, 
a $425 billion GNP will generate an equal amount of 
Gross National Income; spending this $425 billion in 


come will create another $425 billion GNP, which will 
provide another $425 billion in income, and so on. 
Furthermore, these spendings can take many different 
forms. If, for example, GNP were made up of $350 
billion of consumption and $75 billion of investment, it 
could again reach $425 billion in the next period with 


only $345 billion in consumption expenditures if invest 


ment rose to $80 billion. There could also be shifts 
within the investment category without affecting total 
GNP if a reduction in one type of investment—Gross 
Private Domestic Investment, tor imstance—were ex 


ictly offset by a like increase in either Net Foreign or 
Government Investment. 


In addition, it is unnecessary for each of the three 
“spending groups” to dispose of exactly the amount of 
its income in order for GNP to remain constant. To 
illustrate: if individuals failed to spend $10 billion of 
their incomes, there would still be no drop in GNP if 
either corporations, governments, or both made up the 
deficiency by spending $10 billion more than their dis 
posable mcomes. 

\ctually, spending seldom remains constant from one 
period to the next, and consequently Gross National 
Such 


movements are not surprising when one considers the 


Product continually moves upward or downward. 


various options individuals, businesses, and governments 
have as to the disposal of their incomes. Individuals, 
income on 
up idle balances, re 
If they feel opti 


than they save by bor 
| 


for example, can either spend their entire 
consumption or save part to build 
pay debt, or invest in capital goods 
mistic, they can invest even more 
rowing money from banks or others or by drawing down 
idle balances built up out of past incomes 
tant GNP is 
whether they more, less, 
they 


they are 


The impor 


point so tar as concerned, however, 1s 


invest or the same amount as 


save, because savings do not create demand unless 
invested 


Corporations and governments can also withhold 


with 


This 
budget 


should not be confused administrative or cash 


deficits 


government 


what other- 
stream as 


ings from investment and thus siphon off 
returned to the 
demand for investment goods. Similarly, both can spend 


wise would have income 
more than their disposable incomes by drawing down 
cash balances or by borrowing to finance investment ex- 


penditures in excess of their savings. 


Effects of “Inadequate” Saving 


When the economy does not spend for new goods and 
services during a given period precisely the amount of 
income received during the previous period, a saving- 
investment imbalance results and Gross Saving either 
lags behind Gross Investment or runs ahead. 
must outrun 
This conclusion is frequently misunderstood 


For income to increase, “investment 
saving.” 
hecause it is not realized that saving, in this sense, is 
past 


Thus, the expression really boils down to 


the difference between income and present con- 
sumption. 
saying that GNP must rise when the economy invests 
currently more than it is saving out of past income to 
finance that investment. 

Suppose GNP 


runs an annual $425 billion, with investment expendi- 


Perhaps an illustration will be useful. 


tures accounting for $75 billion of the total and con- 
Then assume that people 
continue to consume at the same rate during the next 


sumption making up the rest. 


period but step up their investment by $5 billion because 
of an improved business outlook. This would cause in- 
(SSO billion) to exceed the $75 billion saved 
($425 billion past income less $350 billion present con- 


vestment 


sumption) and consequently push GNP up to $430 bil 
eighty billion of the $430 billion would be invest- 
ment, and $350 billion would be consumption. 


lion. 


Since there would be only $75 billion in saving to 
finance the $80 billion in investment, investors would 
have to obtain at least $5 billion by borrowing from 
banks or others or by drawing down idle balances ac- 
cumulated earlier. 
run much higher because some savers would let their 


In fact, borrowing probably would 


savings lie idle. In addition, some who employed their 
funds probably would loan them to investors rather than 
In any event GNP 
would rise initially by only $5 billion because saving 


make the investments themselves. 


would drain $75 billion from the income stream, and in- 
vestment would return only $5 billion more. 

Most likely 
would not stop with the $5 billion increase in GNP 


the effects of this increased investment 


hecause rising income probably would stimulate both 
consumption and saving. Suppose, for example, the 
economy spends 80° of any increase in Gross National 
Income on consumption and saves the remainder. Then 
the $5 billion higher income generated by the expanded 
investment would cause a $4 billion (80°. of $5 billion ) 
increase in consumption and a $1 billion (200% of $5 bil 
lion) rise in saving. The $4 billion income resulting from 
the increased consumption would later induce an addi 


tional $3.2 billion (8000 of $4 billion) im consumption 
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and an extra $.8 billion in saving (20° of $4 billion). 
If this process continued, GNP could rise to $450 bil- 
lion, investment accounting for $5 billion of the increase, 
consumption making up the remaining $20 billion, and 
saving also rising by $5 billion. At this point, GNP 
would stop growing because the drain on the income 
stream (the $80 billion savings) would then exactly 
equal the $80 billion that investment was injecting into 
the stream. To express it differently, the economy 
would no longer be investing more than it saved. 
Actually, movements this 
smoothly because of shifting consumption and invest- 
ment patterns. 


income never prt ceed 
Instead, economic activity generally 
moves upward or downward in a rather erratic manner. 
The above example does, however, illustrate an im- 
portant point—that an excess of investment over sav- 
ing usually causes an expansion in Gross National Prod- 
uct greater than the original increase in investment. 


Effects of “Excessive” Saving 


Just as “inadequate” saving causes increased income, 
“excessive” saving produces lower income levels. 
pose GNP is running at a $425 billion annual rate, with 
consumption at $350 billion and investment at $75 bil- 
lion. If consumption remains constant but the business 
outlook darkens and investment falls to $70 billion, GNP 
would decline initially by $5 billion and by an additional 
$4 billion during the next period (if individuals cut 
their consumption by 80° of the reduction in their in- 


Sup- 


comes ). This downward income pressure might last for 
some time, prices possibly falling in addition, if con- 
sumption continued to decline because of lower incomes. 
If the rate of investment did not change and consump- 
tion continued downward at the same rate, GNP could 
drop as low as $400 billion. 

This example, too, is grossly oversimplified since 
downward shifts in income generally are characterized 
by shifting consumption and investment patterns. —De- 
spite such shifts, however, income usually falls by some 
multiple of any reduction in the rate of investment. 


Implications of Imbalances for Monetary Action 


Understandably, monetary authorities are concerned 
over any “excess” of saving underlying a business down- 
turn of any consequence. But why should they worry 
over “inadequate” saving if it generates rising incomes 7 
Only 
when the economy is operating near capacity and with 
full or near-full employment, or when there are strong 
wage-price pressures do they exhibit concern. Under 
such conditions, the growth of spending generated by 


The answer is simple—they do not a/ways worry. 


such imbalances is likely to exceed the expansion in 
If the 
excess of investment over saving grows no more rapidly 


physical output and cause inflationary pressures. 


than physical production, however, it contributes to 
economic growth and thus performs a pleasantly desir- 
able function. 


There is, unfortunately, no easy way to detect sav- 
ing-investment imbalances. They cannot be spotted 
aforehand by comparing probable savings and investment 
because there are no savings figures of this tvpe available 
and too little is known about investment plans. Proof of 
a dangerous savings deficiency comes later in inflating 
price levels. And, on the other hand, there’s prime evi- 
dence that saving is excessive when it is manifested a 
few months later in declines in basic economic statistics 

such as factory output, jobs, and payrolls. 

Once such movements are evident, monetary policy 
can assist in restoring balance between saving and in- 
vestment by influencing investment. If inflationary pres- 
sures threaten, policy tries to limit the growth in invest- 
ment by restricting available credit and allowing interest 
rates to rise. Similarly, when investment lags behind 
saving, the central bank adopts an easier money policy, 
thus lowering interest rates, increasing credit availabili- 
ty, and encouraging investment. 

Some analysts feel that changes in interest rates re- 
in- 
of 
These believe that higher interest rates tend 
to close the gap by encouraging saving as well as by 
discouraging investment and that lower rates reduce 
saving in addition to stimulating investment. Others 
consider saving-interest rate data inconclusive and feel 
that policy operates mainly upon investment. 


sulting from policy actions also exert a stabilizing 
fluence on economic activity by affecting the rate 
saving. 


ven 
those who see a strong causal relationship between in- 
terest rates and saving generally agree that policy has 
even more important effects upon investment. 


Current Saving-Investment Relationships 

Clearly, the booming economy of the past two years 
has needed some stringent efforts to bring the rate of 
investment into line with the rate of saving. For many 
months there has been near-full employment, and strong 
wage-price pressures have made the economy vulnerable 
to cost inflation on the supply side. On the other, or 
demand side, consumption has been record-breaking and 
investment in inventories, plant, and equipment has 
grown so rapidly as to move far enough ahead of saving 
to exert more upward pressures on prices. These de- 
velopments have led the Federal Reserve to adopt re- 
straining monetary prescriptions designed to prevent 
the gap between investment and saving from becoming 
so great as to fan the fires of inflation. 

In our dynamic economy investment probably will con- 
tinue at a high level for a good many years. Such invest- 
ment growth promises increasing general economic wel- 
fare so long as we keep investment roughly in line with 
savings. If we save too little or invest too much, the 
hitter price is, at the least, creeping inflation—a disease 
which monetary history demonstrates all too deftly can 


more than wipe out the lush benefits which high-level 


investment would otherwise provide. 
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Bank Credit—For Machines On the Farm* 


P' RCHASE of machines for use on the farm frequently 


surprisi 


\nd it is, therefore, not 
that such advances are an important segment 
ios of Fifth District banks. Accord- 
ing to last year’s survey, loans which had as their major 


requires the use of credit. 


in the loan portfol 


purpose the purchase of farm machinery accounted for 
18% of all farm loans in the District and 14¢¢ of the 
total dollar amount of farm loans outstanding. 

This article notes some of the more prominent char- 
acteristics of farm machinery loans and of the borrowers 
the 

Comparisons between these data and either all 


and 
data. 
farm loans or certain specified categories can, of course, 


accompanying table provides the supporting 


he made by referring to the tables accompanying previ 
ous articles in this series. 

Bank practices vary considerably in their handling of 
Some limit their machinery financing 
Others prefer to 


machinery loans 
to loans made directly to the farmer. 
let the paper originate with one of the dealers in their 
trade territory and in turn acquire it from the dealer. 
Still others, and perhaps the majority fall in this cate 
gory, customarily utilize both bases of making farm ma 
chinery loans. In general, the share of a bank’s ma 
chinery loans originating with dealers is greater in those 
banks with a larger volume of deposits than in those 
with smaller deposit levels. 

In the aggregate, about two loans out of three are 
those made di 
rect to farm customers average substantially larger, the 


acquired from dealers. However, since 


two-thirds acquired from dealers represent only 56‘ 
of the total dollar amount outstanding. 

The 
banks on the survey date (June 30, 1956) averaged 
$861, substantially less than the $1,151 average for all 
farm of Nevertheless, only of all 
machinery notes had an original amount less than $500 

19% of all In 
of these notes were for original amounts 


size of farm machinery notes outstanding at 


loans banks. 30! 


compared with farm notes. contrast, 
while only 2% 
of $5,000 or over, the corresponding percentage for all 
farm notes of banks was 6% 

Tenants, who in the aggregate accounted for 23°) of 
all farm notes and whose notes were far below average 


size, accounted for 18 of all machinery notes and 


g 
facts, plus the likelihood that 1 


in 
of the outstanding amount of these notes. These 
farmers elected to 


for their 


nanny 


use funds obtained in some other way to pay 


machines, presumably explain why the proportion of 


er $500 is smaller than 
farm 


amounts und 
all 


For many years it has been an established practice for 


such notes made in 


the corresponding share of notes. 


~ 


farmers to purchase farm machinery “on the instalment 


plan”. Since under normal conditions farm machinery 
*This is the fifth and last of a series of articles on the 1956 Agricul- 
tural Loan Survey Earlier articles appeared in the Monthly Revieu 
for November 1956 and January, March, and May 1957. 


is a production item (as contrasted with such things as 
the television set or the family automobile ), it possesses 
the qualities which enable it to become a self-liquidating 
For perhaps the better part of a genera- 
tion, one of the standard instalment terms for selling 
major items of farm machinery in areas which rely 


investment. 


heavily upon cash crops has been one-third down, one- 
third at the first, and one-third at the second harvest- 
time. of this historical characteristic of farm 

financing, it is not surprising that the pro- 
portion of machinery loans which have a maturity of 
from one to five years is higher than tor all farm loans 
Similarly the proportion of instal- 
It 


is significant, however, that only 35% of all farm ma- 


In view 
machinery 


taken as a group. 
ment loans is higher in the case of machinery notes. 


chinery notes held by commercial banks are on an in- 
stalment basis. 


SELECTED LOAN AND BORROWER CHARACTERISTICS 
OF LOANS TO PURCHASE FARM MACHINERY* 
Fifth District Banks, June 30, 1956 

Number Amount “% Dist 
Item of Out- Average 
Loans standing Size No. Amt 
Thous. Mil. Dol. Dollars % % 
Size of Original Note: 
Under $500 17.2 4.2 243 36 10 
$500-$999 14.4 8.9 615 30 21 
$1,000-$4,999 15.8 23.2 1,468 33 56 
$5,000 and over 0.8 5.3 6,770 2 13 
Maturity: 
6 mos. and less 17.8 14.8 831 37 36 
6 mos. to 1 year 17.0 13.4 790 35 32 
1 to 5 years 11.8 10.3 R76 25 25 
Other 1.6 3.0 1,823 3 7 
Repayment Plan; 
Single payment 31.2 27.1 870 65 65 
Instalment: 17.0 14.4 844 35 35 
Int. on unpaid balance 6.0 7.4 1,231 12 18 
Int. on original amount 11.0 6.9 631 23 17 
Security: 
Unsecured 3.5 3.9 1,088 7 9 
Endorsed or co-maker 11.7 8.6 734 24 21 
Chattel mortgage, etc 31.0 24.6 794 64 59 
Real-estate mortgage 1.8 4.1 B.299 4 10 
Other 0.3 0.4 1,711 1 1 
How Acquired: 
Loan made direct to cus- 
tomer 15.6 1,167 32 44 
Loan acquired from dealer 32.6 715 68 56 
Renewal Status: 
Note ha not been re- 
newed 30.8 25.6 830 64 62 
tte renewed by avrree- 
ment 13.5 12.4 922 28 20 
Note renewed for other 
reason 1.0 5 S92 
h of Borrower: 
$3,000 5.9 2.6 439 14 7 
+9909 16.0 10.4 645 38 28 
$24,999 13.2 13.1 988 32 35 
and over 6.8 11.4 1,681 16 30 
Owner-operator 34.8 957 
Tenant 7.9 1.2 31 18 11 
Landlord 0.9 1.0 1,074 2 3 
Ave of Borrower: 
Under 25 0.5 0.3 64 1 1 
5-34 7.0 5.6 804 16 15 
55-44 15.9 14.2 896 37 37 
15 and over 19.8 18.1 915 16 17 
Total, All Notes 48.2 41.5 861 100 100 
* Details may not add to totals because of rounding. 
Borrowers for whom data were not known omitted. 
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June 1957 


Business Conditions and Prospects 


Bi SINESS activity in the District, after moving in a 
somewhat mysterious or even indeterminate fashion 
during the first quarter, wound up in the minus-column 
during April. Although still at high levels, most pri- 
March after 
Exceptions were 
total dollar amounts of all bank checks (bank debits) 
which rose to an all-time high level in April, on an ad- 
justed basis, and farmers’ incomes which continued to 


mary economic activities declined from 
taking seasonal factors into account. 


rise and were well ahead of a year ago. 

Manufacturing activity continued to slough off around 
the fringes, the trade level receded, mineral output was 
lower, and construction contract awards dropped sub- 
stantially. 

Sales of life insurance eased from March to April 
hut were still a good fifth higher than last year. For- 
mation of new corporations during March rose from 
February and were also slightly ahead of a year ago, 
although the first quarter was down noticeably. Despite 
the substantial drop in_ total 
awards, residential awards perked up notably during 
the month. 

Nonagricultural employment was fractionally higher 


construction contract 


but gains over a year ago narrowed from those pre- 
vailing in the earlier months of the year. The employ- 
ment gain during the month was due mainly to seasonal 
forces in trade, construction, and real estate activity. 
Moderate curtailment in the textile industry during the 
month was in order and further selective weakness in 
the price structure was witnessed although it appears 
that a turn for the better in textile markets began 
around mid-May. Loans of member banks in April 
showed about the same rise from the previous month 
Time deposits of all member 
banks during April rose very slightly, seemingly at the 


as occurred a year ago. 


expense of other forms of savings. 


Trade Levels 

caster weather was ideal in the Fifth District, and 
sales of women’s finery responded in traditional fash- 
ion; even men’s wear did well during the month. Other 
big-ticket items slumped substantially 
smaller departments failed to equal seasonal perform- 


while several 


ance; consequently, adjusted department store sales 
in the District were off 7% from March. They re- 
mained, however, 4% ahead of a year ago and the first 
four months’ total was up 5%, 

For the first four months, department store 


most of it in price 
mark-ups. 
sales did rather poorly in North Carolina, about the 
same as a year ago in Virginia, moderately well in 
South Carolina and Washington, D. C 
in West Virginia and Maryland. 


, and quite well 
Preliminary indica 
tions point to a slight improvement in May sales of 
department stores as compared with the adjusted April 
level. 


New passenger automobile registrations in March 
rose from the February level, but the rise was far small- 
er than the normal seasonal uplift. Incomplete April 
Sales 
of building materials and hardware stores have con- 
tinued to improve their gains over a year ago, and the 


figures indicate an even poorer seasonal response. 


but other lines 
of trade have shown progressive reduction in year-to 


same is true of gasoline filling stations ; 
year gains and in some instances have recorded losses. 


Bituminous Coal 


Average daily output in April slipped a bit (4°) 
from March but equalled a year ago, and the accumu- 
lated four-month total was moderately higher than last 
year. Reopening of the Suez Canal has taken some of 
the edge off export demand, and the moderate slide in 
steel operations has reduced requirements from that 
quarter. On balance, these have more than offset in- 
creased demands from public utilities and other indus- 
trial concerns. There is much rumor that the latest 
rise in coal prices is finding considerable resistance from 
buyers. 


Manufacturing 


Over-all operations in the manufacturing industries 
of the District underwent more slight erosion during 
April as declining activity in nondurable goods exceeded 
the small rise in durable goods industries. 

In durable goods industries operations improved in 
lumber, primary metals, fabricated metals, and electri 
cal machinery. Gains in these industries more than offset 
losses in furniture and fixtures; stone, clay, and glass; 
machinery (other than electrical) ; and transportation 
equipment. 

Kasing during the month were such nondurable goods 
industries as cigarettes, textiles (spinning, weaving, and 
knitting), apparel, and paper. These declines more 
than offset rises in food products and chemicals. 

Man-hours in manufacturing industries of the Dis- 
trict have recently been moderately below a year ago, 
with both durables and nondurables showing on the 
decline graph. Most Fifth District industries regis- 
tered man-hours under a year ago; exceptions were : 
transportation equipment, food, tobacco, apparel, seam- 
less hosiery, paper, and chemicals. 

The amount of cutback in the cotton textile industry 
of the District during \pril proved to be quite moderate. 
Daily (adjusted) cotton consumption in District mills 
This 


brought four months’ total consumption 60> under last 


was off 14% from March and 7“ from a year ago. 


year. The number of hours cotton spindles operated 
in the District during April showed no change from 
March after seasonal correction and was likewise 7% 


under a year ago. 
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Federal Reserve Bank of Richmond 


Selective price weakness was still evident in cotton 
textiles during April, but during May the situation 
reversed itself—considerable forward business was 
written in both goods and yarns shortly after the mid 
dle of May and this had the effect of raising prices of 
several counts and constructions by small fractions. 
There has been no substantial follow-through on the 
forward covering movement, but significant nibbles seem 
to herald a better operating level in the last half of the 


year 


Employment 


Incomplete figures indicate a rise in total nonagri 
cultural employment from March to April of less than 
} Preliminary figures are 1.7% ahead of a year 
ago, contrasted with a gain of 1.80 in March, 2.306 in 
February, and 2.7¢% in January. 

Che job rise during April was almost wholly in non 
manufacturing industries due largely to seasonal em 
ployment increases both in construction industries and 
in retail trade. Gains were also shown during the 
month in transportation and public utilities (selective 
among the states), in finance, insurance, and real estate, 
and in service and miscellaneous industries (also selec 
tive in the states). Government employment showed 
no change during the month but this was due to bal 


ancing out of losses and gains from state to state. 


Banking 


Loans and investments of all member banks in the 
Fifth District rose $110 million during April as against 


a slight drop of $3 million in April 1956. Loans rose 


$31 million this year, the same as last year. Invest- 
ments were $78 million higher than a month earlier, 
whereas last year they slipped $33 million. 

Total deposits at the end of April were $134 million 
higher than a month earlier. 
Very slight changes took place in time 


A year ago no change 
Was recorded. 
deposits—they rose $9 million and $7 million last April. 
Gross demand deposits were up $125 million compared 
with a modest slip of $7 million last year. 

Business loans (commercial, industrial, and agricul- 
tural) of the weekly reporting banks leveled off at an 
all-time peak figure in most weeks of April. They 
have turned down rather sharply in the early weeks of 
May. Real estate loans have been slowly moving up- 
ward, and in the third week of May were higher than 
at any time during 1956. “Other” loans (largely con- 
sumer) have also been moving upward but have not 
reached the peak established at the end of 1956. 

Bank debits in April rose 34% over March (after 
seasonal correction) to a new record high 4% above a 
vear ago. The accumulated total for the first four 


months was 6° ahead of last year. 


Agriculture 

Farm prices in April fell from March levels in Mary- 
land and Virginia. They were unchanged in West Vir- 
ginia but rose in North Carolina and South Carolina. 

Cash income from farm marketings in March was 
10% ahead of a year ago and this jumped the first 
quarter 12% from last year. Chief increases came from 
farm crops since livestock and products showed only a 
nominal gain. 
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June 1957 


FURNITURE SALES* 
(Based on Dollar Value) 
Percentage cha 


nge with correspond- 


ing period a year ago 

STATES April 1957 4 Mos. 1957 
Maryland 12 7 
Dist. of Columbia 12 7 
Virginia { 5 
West Virginia 22 6 
North Carolina + 3 1 
South Carolina 7 5 

District 9 5 

INDIVIDUAL CITIES 
Baltimore, Md. 12 7 
Washington, D. C. 12 7 
Richmond, Va. 2 2 
Charleston, W. Va. s + 7 
Charlotte, N. C. 7 i 
Greenville, S. C. 6 7 
*Data from furniture departments of department stores as well as 


furniture stores. 


WHOLESALE TRADE 


Sales in Stocks on 
Apr. 1957 Apr. 30, 1957 
compared with compared with 
Api. Mar Apr. 30, Mar. 31, 
LINES 1956 1957 1956 1957 
Auto supplies NA NA NA NA 
Electrical, electronic and 
appliance goods -11 3 +15 —2 
Hardware, plumbing, and 
heating goods NA NA NA NA 
Machinery equipment sup- 
plies 12 7 5 0 
Drugs, chemicals, allied 
products 0 6 +1 
Dry goods NA NA NA NA 
Grocery, confectionery, 
meats 1 5 7 +4 
Paper and its products 20 5 7 — 3 
Tobacco products + 8 + 9 NA NA 
Miscellaneous 9 3 18 — 5 
District total - 5 + 4 + 5 1 
NA Not available. 
Source: Bureau of the Census, Department of Commerce. 
DEPARTMENT STORE OPERATIONS 
(Figures show percentage changes) 
Other Dist. 
Rich. Balt. Wash. Cities Totals 
Sales, Apr. "57 vs Apr. "56 +13 +29 +19 +21 +21 
Sales, 4 Mos. ending Apr. 
30, "57 vs 4 Mos. ending 
Apr. 30, °56 2 12 5 3 + 5 
Stocks, Apr. 30, °57 vs "56 10 7 1 + 4 
Outstanding Orders, 
Apr. 30, "57 vs °56 14 1 6 3 
Open account receivables, Apr. 
1, collected in Apr. "57 30.6 16.9 10.4 36.4 39.1 
Instalment receivables Apr. 1 
collected in Apr. "57 10.8 14.0 13.1 16.7 13.5 
Md. D.C. Va W.Va. N.C. S.C 
Sales, Apr. "57 vs Apr. 
"56 +28 +19 18 +23 +16 +21 


FIFTH DISTRICT STATISTICAL DATA 


BUILDING PERMIT FIGURES 
(37 Cities) 


Apr. 
1957 
Maryland 
Baltimore $ 4,799,940 §$ 
Cumberland 22,096 
Frederick 90,236 
Hagerstown 130,837 
Salisbury 98,541 
Virginia 
Danville 481,997 
Hampton 1,267,220 
Hopewell 177,233 
Lynchburg 1,064,660 
Newport News 215,106 


Norfolk 
Petersburg 
Portsmouth 
Richmond 
Roanoke 
Staunton 
Warwick 


628,047 
438,008 
291,522 
1,617,637 
849,710 
185,600 
586,416 


Winchester* 96,207 
West Virginia 

Charleston 403,302 

Clarksburg 166,075 

Huntington 601,082 
North Carolina 

Asheville 376,740 

Charlotte 1,403,808 

Durham 656,638 


Gastonia 


712,600 


Greensboro 

High Point 

Raleigh 

Rocky Mount 177,816 
Salisbury 106,675 
Wilson 291,000 


Winston-Salem 
South Carolina 


3,275,120 


Charleston 169,271 

Columbia 3,789,500 

Greenville 658,823 

Spartanburg 335,936 
Dist. of Columbia 

Washington 9,098,532 


Apr. 
1956 


3,932,965 
410,125 
108,368 
128,650 
441,232 


1,807,945 
1,068,009 
111,547 
478,875 
179,008 
1,588,607 
244,900 
249,990 
7,095,292 
2,667,050 
257,420 
545,140 
NA 


826,965 
242,230 
738,398 


287,026 
2,418,660 
806,589 
430,250 
1,190,546 
340,825 
1,562,490 
248,118 
122,495 
1,288,175 
704,270 


164,593 


554,226 


238,570 


3,179,719 


District Totals $38,105,524 
* Not included in District Totals. 
NA Not available. 


4 Months 


1957 


$27,800,849 
300,466 
455,310 
3,529,747 


478,450 


1,560,502 
6,754,017 
571,563 
3,341,065 
996,068 
2,949,351 


23 
7,915,299 
5,404,011 
627,610 
2,453,191 
343,047 


1,872,914 
600,506 
1,285,136 


1,214,681 
5,366,417 
3,842,731 
2,235,825 
6,030,930 
1,421,645 
4,107,847 

962,762 

837,078 

803,000 
6,966,685 


887,698 
5,486,551 
1,198,852 
1,669,822 


21,247,495 


$37,666,760 $135,259,639 


FIFTH DISTRICT INDEXES 
Seasonally Adjusted: 1947-1949=100 


Apr. Mar 
1957 1957 

New passenger car registration- 
tions 153 
Bank debits 200 194 
Bituminous coal production* 108 113 
Construction contracts** 228 
Business failures—number 272 
Cigarette production 102 
Cotton spindle hours 118 118 
Department store sales 36 146 
Manufacturing employment* 112 
Furniture store sales 109 122r 
Life insurance sales 270 275 


* Not seasonally adjusted. 


4 Months 
1956 


$19,801,115 
542,150 
410,665 
531,445 
1,022,761 


3,103,956 
3,258,880 
554,329 


4,868,010 


4,687,288 
954,400 
1,229,148 
11,938,435 
10,446,657 


1,814,098 
545,487 


1,530,934 


2,664,437 
8,309,591 
2,780,171 
2,187,750 
4,971,056 
2,244,544 
4,170,064 
1,270,881 

629,965 
2,36 5 


4,597,219 


745,042 
3,770,656 
2,851,476 
1,149,128 


16,932,449 
$133,423,239 


% Chg.— 

‘ Latest Mo. 

Apr. Prev. 
1956 Mo. Ago 
174 +12 —14 
192 + 3 +- 4 
1041 —A4 +4 
194 —21 — 7 
53 +33 —11 
105 —13 
127 0 7 
131 vi + 4 
112r - 1 0 
124 11 —12 
219 2 23 


** Due to revision in construction series 1956 figures are revised. 


r Revised. 
Back figures available on request. 


7 tl, Ke 
| 
| 
| 
- | 
1,028,286 
2,545,540 
1 
11} 


E. #aeDONALD 
Federal Reserve Bank of Richmo@d1 


Dist. of Columbia 
Washington 
Maryland 


Baltimore 


stown 
Salisbury ** 
Total 4 Cities 
North Carolina 
Asheville 
{ harlotte 
Durham 
Greensboro 
High Point** 
Kinston 
Raleigh 
Wilmington 
Wilson 
Winston-Salem 
Total 9 Cities 
South Carolina 
Charleston 
Columbia 
ille 
Spartanburg 
Total 4 
Virginia 


Greeny 
Cities 


Charlottesville 
Danville 
Lynchburg 
News 
burg ** 
Portsmouth 
Richmond 
Roanoke 

Total & Cities 


West Virginia 


Bluefield 
Charleston 
Clarksburg 


Huntington 

Parkersburg 
Total 5 Cities 

District Totals 


* Interbank and U 


** Not included in 
r Revised 
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FIFTH DISTRICT BANKING STATISTICS 


000 omitted) 
Apr. Apr. 


1957 1956 


$1,605,144 $1,474,911 


1,975,667 


1,250,285 


672,805 


144,163 


to 


.349,077 
63,106 51,046 
190,057 166,006 
40,184 36,802 
86,946 


37,566 
417,859 


$7,350,544 


Totals. 


4 Months 


1957 
$ 6,196,160 


7,322 


5,399,12 


1,699,968 


$6,771,150r $29,013,423 


. Government accounts excluded. 
District 


DEBITS TO DEMAND DEPOSIT ACCOUNTS* 


4 Months 
1956 


$ 5,992,617 
6,779,232 


103,897 


100,412 


181,417r 


138,636 


7,164,958r 


221,039 
957,183 
209,714 
84,630 
766,575 


5,158,131 


367,836 
789,392 
575,927 
280,246 
2,013,401 


$27,411,832r 


WEEKLY REPORTING MEMBER BANKS 


(000 


ITEMS 
Total 
Bus. & Agric. 
Real Estate Loans 
All Other 


Loans 


Loans 


Total Security Holdings 

U. S. Treasury Bills 

U. S. Treasury Certificates 

U. S. Treasury Notes 

U. S. Treasury Bonds 

Other Bonds, Stocks & Secur. 
Process of Col. 
Banks 
Currency and Coin 
Reserve with F. R. Banks 
Other Assets 

Total 


Cash Items in 


Due from 


Assets 


Total Demand Deposits 
Deposits of Individuals 
Deposits of U. S. Government 
Deposits of State & Local Gov. 
Deposits of Banks 
Certified & Officers’ Checks 

Total Time Deposits 
Deposits of Individuals 

Other Time Deposits 

for Borrowed 


Liabilities Money 


All Other Liabilities 
Capital Accounts 

Total Liabilities 


** Less losses for bad debts. 


omitted) 


May 


1957 


15, 


$1,896,091** 


909,471 


100,995 
211,161 
949,441 


263,960 


188,236* 
78,389 

503,951 
79,476 


$4,717,332 


$3,492,806 
2,604,195 
111,730 
143 
478,668* 


70,070 


99 


771,012 
719,817 
51,195 


43,150 


Change in Amount from 
Apr. 17, 


1957 
4,697 
4,656 
2,004 


7,561 


30,874 
1,238 
30,003 
50,648 
9,690 


699 


16,803 


40,280 
29,716 
13,469 

8,562 
17,740 


2,269 


2,988 
2,707 
281 
10,750 
6,230 
3,509 


16,803 


Net figures, reciprocal balances being eliminated. 


May 16, 
1956 


+ 72,995 
+ 2,075 
+ 19,143 


13,881 
17,087 
+ 85,539 


76,836 
26,978 
2,693 

+ 24,244 
+ 19,746 


9 498 


— 25,339 
+ 7,203 


+-102,462 


+ $9,245 
40,873 
31,637 

+ 9943 

+ 19,264 

802 


+ 11,358 


+ 102,462 


| 
— 
|| 
Cumberland 29,827 26,514 113,757 + 88,061 
I 28,021 25,885 109,222 
43,267 42. 325r 193,912 335.591 
1,832,037r 9,606 682,714 + 
579 Qs 
75,387 69,641 302,325 284,782 1,572,854 _ % 
| 451,152 435,146 1,827,774 1,795,739 47,297 te 
88,271 79,875 352,807 338,583 
165,517 152,702 710,016 632,030 a 
i 56,992 52,615 232,339 
22,016 20,967 96,603 
249,144 237,794 1,031,844 
54,335 53,696 213,886 = 
21,324 19,973 85.195 
| 184,617 180,491 778,675 398,335 + 28,301 . 
101,149 92,254 401,148 — 82.28 
213.812 197,537 845,433 
142,077 137,645 584,678 + 2,497 he 
68,214 65,211 280,012 ‘4 
| 525,252 492,647 2,111,271 
10,939 35,972 165,953 148,171 
$3,395 38,549 189,594 171,977 
67,162 61,344 246,172 245,647 t : 
63,955 62,295 247,947 245,393 
336,849 296,554 1,299,527 1,213,984 a 
28,231 25,164 108,008 121,826 P OF 
40,792 37,395 153,283 149,683 + 
757,329 2,943,645 2,731,916 
163,878 621,172 593,867 + 
1, 5,867,293 5,500,638 + + 40,336 
: 248,223 222,117 — + 26,350 ri 
167,957 159,612 59,981 + + 9,927 us 
: 357,964 338,073 350,383 4 + 15,582 ‘oe 
143 152,211 145,093 
24 717 299 
372,193 1,582,087 $4,717,332 - = 
-* 
+ 12> 


